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Exhibit 2: Market Impact of Foreign Entry

"Foreign carrier acquires 10% of US market and stimulates $0.10 per minute price cut”

Base case: before entry

Post-entry: after price cut

Revenues
Outbound traffic
Settlements
Resale revenue
Costs
Wholesale costs
Retail-level costs
Settlements
Reseller costs
Total Costs

£xcess profit(loss)

Assumptions:
Minutes outbound®
Wholesale costs?
Retail-level costs?
Settlement rate?
Wholesale price?
Resale price?
Elasticity
Share US Market

US industry

$400, 000

$100, 000
$ 50,000
5250, 000

$400, 000
$0

1,000,000
$0.10
$0.05
$0.25
$0.35
$0.40

0.7
100%

Foreign
Carrier

$250,000

$100, 000

$100, 000
$150, 000

US industry
(except
foreign sub)

$317,250

$105,750
$ 52,875
$264,375
$423,000
($105,750)

1,057,500

$0.30

90

oo

US-based
foreign
subsidiary

$ 35,250

$ 11,750
$ 5,875
$ 29,375
$ 47,000
(6 11,750)

117,500

10%

Foreign
carrier

$293,750

$117,500

$117, 500

$176,250

1

2

Per minute.

Price cut of $0.10 is 25% price cut. With elasticity of 0.7,
computation this example ignores inbound traffic.

this stimulates 175,000 additional minutes.

For ease of
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Exhibit 3

: Market Impact of Foreign Entry via resale

"Foreign carrier acqguires 10% of US market and stimulates $0.10 per minute price cut”

Base case: before entry

Post-entry: after price cut
entry via resale

Revenues
Outbound traffic
Settlements
Resale revenue
Costs
Wholesale costs

Settlements
Reseller costs
Total Costs
Excess profit(loss)

Assumptions:
Minutes outbound?
Wholesale costs?

Settlement rate’
Wholesale price?
Resale price’®
Elasticity
Share US Market

Retail-level costs

Retail-level costs?

US industry

$400, 000

$100,000
$ 50,000
$250,000

$400, 000
S0

1,000,000
$0.10
$0.05
$0.25
$0.35
$0.40

0.7
100%

Foreign
Carrier

$250,000

$100,000

$100,000
$150,000

US industry
{except
foreign sub)
$317,250
$41,125
$117,500
$ 52,875
$293,750
$464,125
{$105,750)

1,057,500

$0.30

90

oo

US-based
foreign
subsidiary

$ 35,250

$ 5,875

$ 41,125
$ 47,000
($ 11,750)

117,500

10%

Foreign
carrier

$293,750

$117,500

$117,500

$176,250

1

2

Price cut of $0.10 is 25% price cut.
computation this example ignores inbound traffic.

Per minute.

With elasticity of 0.7,

this stimulates 175,000 additional minutes.

For ease of
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